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KEY ECONOMIC INDICATORS 


All values in millions of US $ unless otherwise stated (1) Exchange rate as of 
Data for end of period unless otherwise indicated November 5, 1976 


US $1.00 = 68.35 pesetas 


1975 
1975/1974 1976/Same 
(B/A) Period 1975 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 85,923.53* 98,524.1°* 14.42 100,305.13** 17.92 
GNP at Constant 1990 Prices 58,008.73* 58,579.93* 0.82 51,570.53** 2.02 
Per Capita GNP, Current 
Prices 2,131.62* 2,490.15* 16.62 2,511.33** 16.82 
Indicies (Trend) 
Indust .Prod. (1962=100) (6/76) 339.5 337.0 -0.7 348.7 44.4 
Wages (1967=100) (5/76) 319.3 406.2 +27.2 461.4 +30.2 
Invest.in Plant & Equip. 
(1962=100) (6/76) 338.9 309.9 -8.6 310.6 -1.7 
Retail Sales-Dept. Stores 
(1963=100) (8/76) 1,084.7 1,222.4 +12.7 1,340.3 +19.3 
Employment (1000 persons) 13,360 13,550.0** 41.4  13,750.0** +1.5 
Avg. Annual Unemployment Rate 3.4% 5.4% - 5.7% 
Steel Production (1000 tons) 
(7/76) 11,489 11,115.5 -3.2 6,447.2 
Cement Consumption (1000 tons) 
(6/76) 22,153 20,818 6.0  10,498.0 
New Car Registrations 
(Units) (8/76) 575,723 572,188 -0.6  413,402.0 
Electric Power Consumpti 
(Mil .KwH) (8/76) 74,787.4  76,926.6 +2.9 55,344.8 


MONEY AND PRICES 
Money Supply (7/76) 26,627.8  31,651.6 18.62  30,437.6 
Private Bank Credit (5/75) 44,923.5 54,892.0 22.02 53,368.4 
External Debt (Public & 

Private) 5,450 8,728 60.1 12,000** 
Central Bank Discount Rate 7.0% 7.0% - 7.0% 
Cost of Living (1968=100) (Index) 

(9/76) av9.3 202.3 14.1 232.0 
Wholesale Prices (1955=100) 

(Trend) (7/76) 319.8 358.6 2254 388.6 


BALANCE OF PAYMENTS AND TRADE 
Official Reserves (9/76) 6,002.3 5,861.6 5,201.4 
BOP Current Deficit -3,278.3 -3,477.3 ° -3,500.0** 
Exports, FOB (9/76) 7,090.1 7,691.0 6,149.2 
Exports to US (9/76) 831.2 804.1 ° 640.4 
US Share (9/76) 11.7% 10.5% 10.4% 
EEC Share(6/76) 47.4% 44.6% 47.6% 





C 
% Change Change 
1975/1974 1976/Same 
(B/A) Period 1975 


Imports, CIF (9/76) 15,425.2 16,266.1 +5.4 12,496.5 +1. 
Imports from US (9/76) 2,381.7 2,585.3 +8.5 1,870.5 -4, 
US Share (9/76) 15.4% 15.9% - 15.0% - 
EEC Share (6/76) 36.0% 34.7% - 34.0% - 


a ee 


Principal Imports from U.S.--Jan-March 1976 (millions of dollars): Corn $92.8; 
Oilseeds (primarily soybeans) $84.6; Aircraft $47.1; Coal $34.1; Organic 
Chemicals $26.6; Iron and Steel Scrap $26.6. 

Principal Exports to U.S.--Jan-March 1976 (millions of dollars): Footwear $57.0; 


Canned Vegetables $20.5; Tires $14.3; Unwrought zinc $7.3; Wines $6.0; Stationery 
items $5.2. 


NOTES: 1 - Calculations based on following peseta to dollar exchange rate 
conversions: 1974, 57.50 to 1; 1975, 57.40 to 1; 1976, 66.50 tol. 
2 - Percentage changed based on original data in pesetas. 
3 - Based on a new and revised statistical series. 


* Provisional 


*k* Estimate 


SOURCES: "Spanish National Accounts" 1974; Instituto Nacional de meantioniont. N.E.); 
"Indicadores de Coyuntura” , I.N.E., September 1976;" Monthly Bulletin", Bank o: 

Spain, August 1976; "Informacion Estadistica 1974", Ministry of Finance; oar 

of Spain Annual Report", 1975; "Foreign Trade Statistics" from the Ministry of 

Finance, December 1975 and March 1976, and June 1976; Poblacion Activa en 1973, 

1974, 1975 (I.N.E.). 





SUMMARY 


The Spanish economy remains in recession, although 
the Suarez Government decreed in October some modest 
economic measures to deal with the stagflation still 
being experienced. Specifically, current Spanish 
concerns are inflation (running about 18-19 percent 
for this year), unemployment (officially around 

5.5 percent), low GNP growth (2 percent) and balance 
of payments deficits ($3.5 billion on current account 
in 1975 with no improvement in 1976). The outlook 
for 1977 is for more of the same or a moderate improve- 
ment and, particularly after the Spanish elections 
next year, the possibility of a tougher government 
economic policy. However, inflation has recently 
increased again and with the effects of this fall's 
wage settlements yet to be fully felt it may remain 
among the worst in Europe. 


New foreign investment in Spain has been limited 
somewhat in 1976 by a "wait and see" attitude of 


some foreign firms during the current period of 
political transition and economic uncertainty. 
The political picture has evolved satisfactorily 
over the past year in an atmosphere of relative 
calm. 


Spain's balance of payments situation has worsened 
markedly in the past three years, and foreign public 
and private debt is up to some $12 billion, according 
to reports. Foreign exchange reserves remain fairly 
high at $5.2 billion. Depreciation of the peseta in 
February helped somewhat Spain's trade position, 
although the decline of some other European curren- 
cies and continued domestic inflation has eroded 

the initial advantage. Tourism last summer suffered 
in the face of recession in some countries and in- 
creased Spanish prices; and it is not expected to 
improve much, if at all, in the near future. Remit- 
tances from Spanish emigrant workers, traditionally 
the second largest "invisible" earner of foreign 
currency, have also fallen. 





Spain remains an excellent market for U.S. industrial 
and agricultural exports. U.S. exports to Spain 
increased almost 9 percent in 1975 to $2.6 billion, 
although this year they may fall just short of last 
year's level. While the near-term outlook for the 
Spanish economy is at best fair, over the longer term 
the outlook should be brighter. Spain is a rapidly 
changing country of 35 million people, neither under- 
developed nor entirely industrialized, whose people 
seek continued economic improvement. There is suf- 
ficient reason to be optimistic about continued 
economic development over the long term. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Problems, but Cause for Optimism on the Longer Term 


In the past year, since the death of General Franco, 
Spain has been subjected to a convergence of economic 
and political events that might have been expected 

to create far more difficulties and disruptions than 
have in fact occurred. That the long-term picture 
remains positive attests in part to the enormous 
economic changes that have occurred in Spain over the 
last 15 years. Since the middle of 1974 the Spanish 
economy has been subjected to a sharp slowdown in 

the growth of GNP, a high rate of inflation, growing 
unemployment, and increasing balance of payments 
deficits. All of these have occurred in the midst 

of a fairly rapid political transition of great 
importance. 


The Spanish economy had a poor year in 1975 and 

is having a second one this year. The increase 

in the cost of living is now at a rate several 
percent higher than the 14 percent registered 

last year, unemployment has risen to an official 
5.5 percent, the current deficit of the balance 

of payments is exceeding the $3 billion level 

for the third straight year and real GNP growth 

is now expected to be about 2 percent for 1976. 
Compared to Spain's economic performance in recent 
years, this was probably the worst overall perform- 
ance yet. 





Since the early 1960's Spain has become increasingly 
tied economically to the rest of the Western world, 

so it is not surprising that there have been problems 
here when one considers the economic difficulties which 
have occurred elsewhere. Perhaps the surprising thing 
is that Spain continues to show real GNP growth. At 
the same time, because of extensive borrowing from 

the IMF Oil Facility and in the Eurocurrency market 

(a $1 billion loan-in August) foreign exchange reserves 
have declined at a relatively slow pace to a present 
level of over $5 billion--high for an economy of this 
size. 


The combination of economic problems facing Spain 

is difficult to deal with. What is needed, and what 
had been more or less counted on by Spanish author- 
ities, is an export-led recovery responding to 
renewed growth and demand in the United States and 
elsewhere in Western Europe, coupled with reduced 
inflation internally. But recovery abroad has not 
been as much of a stimulus as had been hoped, and 
inflation has increased rather than decreased. Export 
receipts have grown somewhat, but foreign tourist 
revenues and emigrant workers' remittances have sig- 
nificantly declined. Moreover, uncertainties both 
abroad and in Spain have limited foreign investment 
in Spain. Added to the increase in the price of oil, 
these factors have combined to produce the present 
situation. Because of high domestic inflation, there 
is some feeling in the private sector that Spanish 
exports are currently priced too high at the present 
exchange rate ($1=68 ptas) for an export-led recovery 
of the Spanish economy. 


The Suarez Government undertook modest austerity 
measures, first in August, and on October 8. Wage/ 
price controls, some increases in taxes, some 
restriction of imports, an energy conservation program 
and other devices are now being employed against the 
economic difficulties. These measures, similar to 
ones adopted recently by several other European 
nations, are considered positive. However, it is 
widely conceded that by the latter half of 1977, 





if not before, substantial further corrective measures 
will be needed. 


Prospects for the Near Term 


The outlook for 1977 is mixed. Considering the polit- 
ical transition now underway in Spain and the still 
fragile world economic system, it would appear un- 
likely that an upturn in the economy will be experi- 
enced at least in the first half of 1977. While 
energy-importing Spain is concerned over the possi- 
bility of further oil price hikes, the economic measures 
decreed October 8 included a comprehensive energy 
conservation program; other trade and invisible ac- 
counts are not expected to experience immediate major 
changes. On the domestic side, current monetary 
policy is not restrictive. Fiscal policy will 
probably continue to have. expansionary results. 

Among the major problems of inflation, unemployment 
and the balance of payments, inflation is proving 

to be the most formidable troublemaker. 


By the end of last year the rate of inflation had 
fallen to 11 or 12 percent on an annual basis, but 
this year is expected to wind up with a comparable 
rate of 18 to 19 percent. Inflation, and the loss 
of export competitiveness it causes, have been key 
to the near stagnation of the Spanish economy in 

the last year. These problems, in turn, have helped 
cause a 25 percent fall in the stock market since 
the first of the year as well as some capital flight. 


The labor scene was relatively quiet during the 
second quarter after extensive strike activity at the 
beginning of the year. Fourth quarter collective 
bargaining negotiations have again brought on some 
major strikes, but at this writing strike activity 
is not a major Spanish problem. Under the Spanish 
labor reform program, the vertical structure of 

the official Syndical Organization (grouping labor, 
employers and government under the same roof) is 
being dismantled to make way for free trade unionism. 
Although worker and employer associations are to 
operate separately, a certain degree of tripartite 





cooperation is expected through the medium of a 
completely revamped Council of National Economy. 
The heretofore comparative advantages of Spanish 
labor over that of other European countries will 
probably decline somewhat for potential foreign 
investors and others over the next few years due 
to increasing wages and a greater degree of labor 
militancy. 


Unless real growth accelerates rapidly and sub- 
stantially, unemployment could remain at a fairly 
high level for some time. Spanish unemployment 

is both sectoral and regional. The construction 
industry and the southern part of the country 
(Andalucia) have been the hardest hit. The total 
number of job seekers is probably well over 
700,000, or above 5.5 percent of the work force. 
There is considerable excess capacity in Spanish 
industry, and it has traditionally been difficult 
to dismiss workers. The number of hours worked may 
increase before firms once again start hiring, al- 
though new measures taken in October easing firings 
and lay-offs probably will make such decisions 
easier for businesses. Little if any immediate help 
is expected from any increased demand for Spanish 
labor in Western Europe. Tourism, which is labor 
intensive and particularly important to Southern 
Spain, cannot be expected to show major improvement 
in 1977. In part this is because tour operators 
and tourists are cautious in the extreme when 
booking to countries undergoing political transition, 
and also because the lower value of the pound 
sterling will no doubt keep a number of British 
tourists at home. 


The trade and balance of payments outlook is still 
unfavorable for Spain. The current account deficit 
is expected to be somewhere around $3.5 billion for 
the year, or the same as the record $3.5 billion 
registered in 1975. The trade deficit actually 
declined in the first eight months of 1976 by 

6.7 percent. In part the drop in imports reflects 
the decline in value of the peseta which fell some 
16 percent against the dollar from March 1975 to 
March 1976, including the 10 percent February 





depreciation. It also reflects the continued low 
level of economic activity. 


The Spanish public and private external debt is now 
roughly $12 billion, creating some debt management 
considerations. But Spain continues to have a 
fairly high level of reserves at $5.2 billion. The 
outlook for 1977 is for a continued current account 
deficit, increased foreign indebtedness, and presum- 
ably some drawdown of reserves. 


Negotiations between Spain and the EEC are no longer 
aimed at the free trade agreement discussed in 1975 
but rather at first the extension by Spain of the 
terms of a version of the 1970 trade agreement to 

the three newest members of the Community, to be fol- 
lowed by eventual full Spanish membership in the EEC. 
Such membership is unlikely to come before 1980 and 
this is likely to involve a phase-in period of several 
more years. Eventual membership is expected to 
necessitate structural changes in Spanish industry. 
Such changes have also been recommended by the OECD. 
There are also U.S.-Spanish negotiations in progress 
on a bilateral tax convention (there is currently 

no such treaty). 


IMPLICATIONS FOR THE UNITED STATES 


Over the first nine months of this year, Spain's 
total imports rose slightly (less than two percent) 
due in large measure to higher prices of crude oil 
imports. During the same period, the U.S. share 

of the market declined from 16 percent to 15 percent 
compared to the same period last year. Reduction in 
purchases of corn and producers' goods accounted for 
most of the decline. It is obvious that the slow- 
down in the Spanish economy is beginning to take its 
toll on import levels. Nevertheless, the balance of 
payments remains precarious and exports, although 
increasing, still provide only about 50 percent import 
coverage. 


During the past year the Spanish Government has 
moved to impose a modicum of restraint on imports. 
Many items which had been freed of quota limitation 





have been placed back under quota. In addition, the 
government has placed temporary surcharges on a 
variety of "nonessential" imports. It is too soon 
to tell how much these will affect total import 
levels or the volume of products purchased from the 
United States. A turnaround in Spain's current 
account deficit is interdependent with a variety of 
internal and external factors and is certainly not 
in very immediate prospect. It seems quite possible, 
therefore, that more import restraint ratner than 
less can be expected over the next six months to a 
year. 


Spain nevertheless remains an attractive market for 
U.S. goods. Capital goods sell well here and should 
continue to do so, notably in basic industries such 

as iron and steel, energy production, mining and 
agriculture. . Spanish labor costs are rising rapidly 
and management is increasingly interested in labor- 
saving equipment and systems and such items should 
attract growing interest. Other lines such as health 
care equipment, process control and laboratory instru- 
mentation and computers have a solid market. 


U.S. companies interested in selling to Spain should 
contact the nearest field office of the U.S. Depart- 
ment of Commerce. The American Chamber of Commerce 

in Spain is also most willing to assist U.S. companies 
entering the Spanish market or seeking to expand sales 
here. The Chamber's headquarters are located at 
Edificio Torre de Barcelona, Avenida Generalisimo 
Franco 477, Barcelona; the Chamber also has an office 
in Madrid located in the Hotel Eurobuilding, Office 
9-A, Calle Padre Damian 23. 


Available 


ain by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
tional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 








LOOKING FOR A GOOD 


a 
research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such 4 tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 





